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Our Values

The Society has established a strong reputation in its own sector and throughout the
Highlands of Scotland.

To build on our achievements to date, we have a set of clear values that articulate
our purpose and vision - values that are shared across the whole organisation.

These values reflect the thoughts and feelings of our stakeholders from all parts of
the organisation. They belong to all of us. The challenge is to ensure they are lived
and shared by everybody. In doing so we are able to realise our full potential as a
professional team.

We Give Respect:

being polite;

acting and communicating respectfully;
being considerate of the feelings of others;
always listening well and

having a helpful attitude.

We are Reliable:

taking responsibility to deliver on our promises every time;
realistically managing our commitments;

communicating and engaging with people promptly an effectively;
starting things and completing them and

being honest.

We Do Good & Do It Well:

e engaging with all our customers to understand their needs;

e delivering quality homes and services that satisfy our customers;

e continually improving by being curious and creative, embracing innovation to
the benefit of our current and future customers;

e recognising and celebrating our success and

e be true to our values.
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SECTION ONE - Executive Summary

Albyn Housing Society Ltd has prepared an effective Business Plan to enable it to
succeed in a constantly changing environment. Our six Strategic Objectives continue
to express what it is we are here to do, and how we go about achieving our aims.
The Business Plan shows that Albyn continues to have costed, realistic and
ambitious plans to deliver quality homes and services to our tenants and the wider
communities we serve.

During recent years, we have undergone major changes through a redesign of our
internal structures to better deliver our frontline services. What this brought to the
fore was the Board’s capacity for strategic leadership in shaping the direction of
travel and the means by which to get there, our staff group’s adaptability and
resilience in responding to and delivering the changes, and continuing to achieve
positive results in key performance areas. We have plans for continued
improvements, including increasing investment in our housing stock, efficiency gains
in service delivery, developing our staff further and helping to address fuel poverty.
Our Board has agreed significant growth in our new build ambitions with a target of
750 more affordable properties over the three-year period ending in March 2021.

This has happened against a backdrop that includes welfare benefit reform,
continuing challenges in reinvigorating new build growth, household incomes still
struggling to recover in comparison to rises in the overall costs of living in recent
years, and an increasingly demanding regulatory environment. We have had to
assume the leading role in attracting resources to support Highland communities to
better weather the UK government’s austerity programme.

The major themes of this Business Plan are:

e Making sure we are set-up to deliver quality customer service, supported by
effective asset management

e Continuous improvement in performance and planning across the business to
ensure the overall success and financial viability of Albyn Housing Society
and its subsidiaries (Albyn Enterprises Ltd, Highland Residential (Inverness)
Ltd and Sunnd Ltd), particularly through staff development

e Building upon our good quality governance to provide compliance with the
changing requirements of legislation and regulation

e Working in partnership with other businesses to take up new business
opportunities and with communities to help them to be sustainable

e Continuing to invest in our own stock and add new, affordable homes within
the resources available.
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Key numbers include:

£14.418 million invested in major repairs and improvements between 2019/20
and 2023/24

£14.907 million annual rent and other related revenue income in 2019/20
rising to £19.288 million in 2023/24

£107 million invested in new build properties (includes £48 million Scottish
Government grant) between 2019/20 and 2023/24

£2.612 million surplus generated in 2019/20, with surpluses rising each year to
£3.409 million in 2023/24

£20 million of loan facilities are in place now and available to be used by
Albyn. These funds are allocated to new build projects in the first two years of
the plan. Further funding, to be raised by Private Placement and/or other
sources, will be sought during 2020/21 to continue the build programme in the
later years.
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SECTION TWO - Purpose of the Business Plan
This Business Plan has various purposes.

The Plan builds on our Business Plan for 2018/21, as well as previous Business
Plans and Internal Management Plans, published each year since 2001. Our
Purpose is introduced, for the first time, agreed by our Board in early 2019. Our
Vision, Our Mission and Our Values were updated in 2019, as well. Our Strategic
Objectives were revised in 2019. Preparation of the Plan has involved the Society’s
Board, representatives of the Society’s tenants, the Leadership Team and the Staff

group.

It provides the opportunity to present our strategy and action plans to our customers
and other agencies with whom we work.

It offers our Board, customers and staff the point of reference, to outline our strategy,
what we are doing and why.

It has been developed in line with our established business planning process. We
have responded positively to the Scottish Housing Regulator’s feedback to our
previous Business Plans, and their current guidance. In addition, the Plan
incorporates the restatement of our need to be financially viable and reflects the
responsibilities that we have as an employer.

Our Board approved the Plan on 12 March 2019. The Board approved submission to
the Scottish Housing Regulator on 25 June 2019.

3



ALBYN HOUSING SOCIETY LIMITED — BUSINESS PLAN 2019/22

Blank Page

4



ALBYN HOUSING SOCIETY LIMITED — BUSINESS PLAN 2019/22

SECTION THREE - Our Purpose, Vision, Mission & Strategic Objectives

Our Purpose

To make a positive difference to peoples’ lives through housing and related services

Our Vision

Everyone housed in affordable quality homes in successful neighbourhoods.

Our Mission

To provide excellent customer service, maintain and build quality homes giving

opportunities for people and communities to succeed.

Our Strategic Objectives

The Society has as its Strategic Objectives:

. Customer Service Excellence — By putting our customers at the centre of
everything the company does, we will ensure that we are delivering the
product or service that they need. Doing so will help us achieve long-term
customer satisfaction which, in turn, means we are better able to maintain a
sustainable business.

. People — To make the Albyn Group a great place to work

. Investment — To make sure that we provide quality affordable homes through
our maintenance and new build programmes

. Community & Life Chances — To do everything we can to improve the quality
of the lives of our customer, including providing opportunities for them to thrive

. Continuous Improvement — To have an organisation-wide focus on
continuous, incremental improvements in service quality and performance to
benefit our customers and service users, and

. Finance — To ensure our efficient and effective use of resources to support the
provision of affordable quality services for our customers and communities.
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SECTION FOUR
Risks & How They Are Managed

Albyn has over recent years developed its Risk Management Strategy and
Framework to clearly monitor risks that might impinge on our ability to achieve our
objectives. We have developed strong links between the objectives for the group and
the identified risks. We have described the Objectives as Critical Success Factors
and listed the risk factors against these. Through this work we understand the impact
of those risks occurring. Also, we have identified a number of risk mitigation factors
and developed a risk assurance framework.

The Internal Audit Plan in 2018/19 reviewed our strategy, framework and procedures
and gave this “Substantial Assurance” which is the highest level of assurance able to
be awarded.

During the year we have revised the Objectives of the Albyn Group. These objectives
are stated on page 5 of this plan. These have therefore replaced the Critical Success
Factors previously identified. We have matched the risks to each of the factor. We
have included the Risk Management Reporting Matrix and supporting pages in the
Appendix 1 to this plan.
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SECTION FIVE
Our Operational Targets & Deliverables
The following broad Operational Targets are to be pursued during the plan period in
support of each of our Strategic Objectives (bold). More detailed breakdowns of
these Operational Targets and the details of what makes the Deliverables are
included in Appendix 3 (alongside the Risk Framework). These detailed actions
support the delivery of our Strategic Objectives and contribute to our compliance with
the Scottish Housing Regulator’s Performance Standards.
1. Customer Service Excellence
Operational Targets:
1.1 Continual measurement of service quality and feedback from the customer

1.2  Empower our staff and managers to manage behaviour

1.3  Effectively communicate.

2. People
Operational Targets:

2.1 To become a Learning Organisation, actively facilitating and supporting the
personal and professional development of our people

2.2 Torespond proactively to the staff survey and to any issues raised and ensure
that we communicate them effectively

2.3 Communicate the reward and recognition package to staff with an emphasis
on recognition.

3. Investment

Operational Targets:

2.1 To maintain our homes to a high standard

2.2  Toundertake our cyclical programmes in accordance with best practice

2.3  To build up to 250 homes per annum over the next 23 years.

8
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Community & Life Chances

Operational Targets:

3.1

3.2

3.3

3.4

5.

To continuously participate in the drive for additional funding for affordable
housing

Carry-out a review of our housing provision for disabled/supported need
customers

Expand the scope and budget of the Community Fund grant system

Increase our involvement within local communities.

Continuous Improvement

Operational Targets:

41

4.2

4.3

Continue to achieve excellent customer satisfaction by listening to our
customers

Encourage staff to identify, evaluate and implement changes which improve
performance and add value to our services

Use IT to support continuous improvement, ensuring that we understand the
tech needs of our current and future customers.

Finance

Operational Targets:

5.1

5.2

5.3

To maintain financial stability through the confidence of lenders, regulators
and other stakeholders

Stewardship, oversight and continuous improvement for the efficient use of
resources, ensuring value for money across all aspects of our business

To support and enable the delivery of affordable rents for the tenants who we
serve.
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SECTION SIX - Key Influences

We have undertaken an environmental scanning exercise to consider the Key
Influences that act on and within Albyn. The two processes used were a Political,
Economic, Socio-cultural, Technological, Legal and Environmental (PESTLE) and a
Strengths, Weaknesses, Opportunities, Threats (SWOT) analysis. We have tried to
avoid duplication between lists, for the sake of clarity. Influences sit within more than
just one category, so if it is listed under one category and not another it has been
considered across the board.

Our PESTLE analysis identified the following main results.

Political

e Scottish local government elections took place in May 2017. The Highland
Council’'s administration remains a coalition of independents and political party
members. Regardless, there continues to be a need for our building
programme to be linked in with the priorities set-out in the Strategic Housing
Investment Plan, and the projects agreed at the local development hub. Both
the council and the Scottish Government need our contribution for them to
reach for their, respective targets to hit national aims of 50,000 affordable new
homes, including 35,000 social rented properties. Albyn continues to be ready
to make its contribution, provided the conditions are economically viable.

e Any certainties around the implications of Brexit have yet to emerge from the
negotiating process. We know that something like 40% of our low-cost home
ownership customers are EU citizens, and we have a handful of employees
who are, too. We do not know what will happen to these two important
groups. Also, we need to consider the impact on the construction industry,
import costs, economic lag and inflationary pressures.

e The private rented sector (PRS) has been pushed by the SNP government for
several years as one of the means for it to achieve its ‘affordable’ homes
target. Albyn has ‘joined-in’ with its modest and growing programme of mid-
market properties managed and maintained on its behalf by subsidiary
Highland Residential (Inverness) Ltd. To what extent we get in to a clearly
competitive position with the PRS will depend on several factors including: our
ambitions for growth in our mid-market stock; what part the Scottish
government perceives the PRS to play in achieving their targets, and where
there is clear market differentiation we might take advantage of. The PRS is
also having to deal with a less advantageous tax regime and increasing
regulation.

e There are growing impacts from the phased implementation of Universal
Credit (UC). The ‘Full’ system is accessible to claimants, however the
bureaucracy behind the system often makes this enormously challenging to
the tenant and us. Due to our experience in the South area we are achieving
notably better results compared to other landlords. This is due, at least in
part, to intensive work with our tenants by our staff. Average arrears are still
twice as high as our other tenants. This may have an impact on our overall
effectiveness.

11
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Economic

Early in 2016 the Scottish government increased grant rates for new supply
affordable housing, including social rented and mid-market homes. We are
continuing to take advantage of that to increase the scale of our new build
programme.

Albyn uses the Consumer Price Index (CPI) inflation rate as its baseline for
rent increases. This approach has been endorsed by our tenants. We have
prepared our budget for 2019/20, and our forward projections on this basis.
Having settled on a modified increase of CP1+1%, we have an increase (of
3.1%) at the lower end of annual increases elsewhere in our sector. This still
predicts financial viability for Albyn and its tenants, for the foreseeable future.
Our results for 2018/19 support this view. We shall continue to keep this
under review, in order that we are able to maintain rents at an affordable level
and respond appropriately to future changes in the economic environment.
We successfully sought borrowing via private placement during 2016/17,
raising £30 million from BAE Systems Pensions Fund. Combined with existing
borrowing facilities we are well placed to carry on adding to our housing stock.
It is anticipated that we will go to the financial markets to raise a further £45
million towards the end of 2020/21 in order to support the new build
programme in 2020/21 and 2021/22.

Our Customer Services teams are in a better shape to identify customers
needing support within our social housing stock, and our Marketing & Lettings
team in Highland Residential are well placed to assist owner-occupiers in
shared equity properties.

Socio-Cultural

Regional employment rates and the prospects for the future may prove either
opportunities or threats. The apparent skills shortage in the construction
sector may prove to be something of a challenge or additional cost in our new
build programme, once we know what will emerge from the current Brexit
uncertainties.

Opportunities that may lay ahead for employability and other services with
young people, in particular, including apprenticeships. We are beginning to
develop useful experience of delivering apprenticeships in both of our offices.
The seemingly increasing risks of a growth in the number of people living in
poverty, especially the proportion of children, which is a policy challenge of
specific interest to the present Scottish Government with its delayed plans for
a Scottish social security agency.

The continuing IT revolution has many impacts on our customers. For some it
is to do with being left behind. Others have challenges such as changing
demands for work skills and the need to retrain. Customers’ expectations of
service delivery standards and self-service options are functions of this, too.

Technological

Again, ‘Digital by Default’ must feature, given this approach by the DWP under
the UK Government and people’s expectations of connectivity and
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accessibility after becoming accustomed to using Facebook, Amazon and the
like.

The work we are doing on data gathering and analysis internally, and that
which we are facilitating in the partnership with NHS Highland in the Fit House
project.

Updating our own ICT systems over the next two years, or so, will help set us
up well for the future, improving service provision and efficiency, reducing
costs and achieving improving Value for Money.

Options for including highspeed broadband as part of our tenancy rent
package.

The Scottish Government has legislated to turn around the Office of National
Statistics definition of Scottish RSL’s from being part of the public to being part
of the private sector. This is impacting on the SHR'’s powers of consent and
intervention, from March 2019. Nevertheless, the SHR will need to obtain
assurances from the sector on our standards and sustainability despite those
reduced powers.

Implementation of recent legislation on the private rented sector, and its
implications for Mid-Market Rent business growth and our potential to act as
agents for PRS properties owned by others, amongst other things.

Community empowerment in Scotland, accompanied by funding streams
aimed at rural communities, may yet prove be an opportunity rather than a
threat.

The introduction of GDPR in May 2018 has had some impact on our working
methods, and these continue to be planned for and addressed. The extension
of Freedom of Information (FOI) to the sector will require work to ensure we
are in a position to fully comply with the legislation.

The SHR’s review of its Regulatory Framework started in 2017 has culminated
in the publication of a new framework at the turn of 2018/19 in to 2019/20.
This will bring about some changes, with more emphasis on RSL’s reporting
and evidencing self-assurance.

Environmental

Looking for opportunities where possibilities might arise for involvement in
community driven renewable energy systems.

Application of a ‘fabric first’ approach to improving energy performance in our
existing housing stock.

Getting the balance right between how people reasonably expect to live day
today and improved airtightness in housing for improved energy performance.
Being alive to the risks of the switch carbon free fuel sources, future energy
price volatility, and including renewable energy supplies.

13
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Our SWOT analysis produced the following main results.

Strengths

Albyn Housing’s Board members are a key strength for the business. For
example, they have led in recent years in setting the direction and detailed
instructions on important matters such as staff pensions, our biomass district
heating system in Aviemore, our bond issue and establishing a diversification
strategy. This was reinforced through the governance self-assessments over
the past three years, and the emerging culture of continuous improvement.
We have undergone major organisational change during the past six years.
There is a strong sense that there has been a real, positive shift, over the past
three years plus, in staff views of change and where Albyn is going. We are
building on our good record for staff development to try and reinforce that
experience and promote a happy workforce. We have experienced changes
for the better in repairs, finance, service charges and voids to mention just a
few.

Over the years since the crash in 2008, Albyn has carried on building and held
on to our realisable ambition for growth. Our position as a new build supply
delivery agent places us in a vital role for new affordable homes across the
Highlands. It seems that there are few others, if any, waiting to fill our boots
were we to stop. This simply reinforces our sense of responsibility to Highland
communities and helping them to thrive, rather than making us complacent.
This gives us a position of strength, which we aim to nurture.

Weaknesses

The impacts of austerity are well known. We have a growing proportion of
our tenants being caught in the switch to Universal Credit, and the
programme of austerity being pursued by the UK government. The Scottish
government’s plans for a Scottish benefits agency, may prove beneficial in
the future. Nevertheless, we need to continue to develop our Customer
Services delivery and services funded through programmes such as Big
Lottery Fund Scotland’s Money Matters to help combat the effects on our
tenants and other customers.

A review, last year, of our ICT services began to take us down a road to new
systems and approaches. Our process improvements and development of
better data gathering, recording and analysis have started to move us more
rapidly to the necessary system specification and procurement processes.
Despite the process of change management over the past six years, our
employee numbers have grown only a little and we have managed to place
more emphasis on frontline staff roles. It remains our intention to make sure
we work with everyone across the business to maintain a healthy work:life
balance. Also, it is our aim to offer chances for staff to grow and develop by
using their initiative to solve issues for customers in line with a framework of
their expectations.

14
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We continue to review our policies and where require to undertake an
exercise to review and consult with stakeholders on any revisions that are
necessary

Opportunities

The increased unit grant rate is a real opportunity to consolidate our
influential position in the Highland’s housing sector and there is proof in our
success in attracting pension fund investment in building so many new
homes.

Through our wider change management process and the chances offered to
staff to develop more structured innovations, we have the opportunity to
accumulate and spread new business expertise within the business. This is
important so that we make sure we are able to sustain ourselves in a
changing business environment and include everyone.

With a more stable business structure, we are creating a more structured
learning and development environment for our staff, upon which they can
build their knowledge and skills based on the requirements of the business
and the staff in a co-ordinated way.

In 2016/17 we began to create Modern Apprenticeships opportunities within
Albyn to bring in a more youthful take on the business and create leaders for
the future. We continue to build on this.

There has been an increasing range of mergers, and some acquisitions
across the Scottish RSL sector, and the coming years may yet prove to
include suitable opportunities in this sphere for Albyn.

The next innovation projects and the different, complementary places they
may take us.

The leadership training that Albyn has and will undertaking with our external
training providers is designed to improve the leadership at all levels of the
organisation and therefore led to improved performance at all levels.

Threats

Fuel poverty continues to be recognised as a problem across of the
Highlands. We have taken some actions to address it. These include works
to improve the energy efficiency of existing housing stock including use
innovate building materials and heating solutions, and the information and
advice services we have developed in partnership with other agencies across
the Highlands. We require to ensure that we build on this work to alivate the
issue of fuel poverty that impact on our customers.

Financial literacy (we know) is a problem amongst some parts of the
communities we serve. It poses a threat to individual households and their
financial wellbeing. Our information and advice services partnership
addresses some of these needs, but there is no sustained, well-resourced
service to address deeper-seated financial literacy issues. There is probably
quite a bit of an improvement to be achieved, which would then bring benefits
to Albyn in terms of reduced rent debt and the like. Our experiences with Full
UC and helping tenants to cope with the new benefits system will enable us to
build up our expertise in this area.
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e Further reductions in public sector expenditure by both Westminster and
Holyrood are likely to impact greatly on our tenants. These various threats
(including the three, above) had combined, along with our tighter arrears
control, increased eviction numbers but 2018/19 indicates that this is now
reducing.

e Brexit may have an impact on the supply of low cost home-ownership
customers, and could adversely affect some of our staff, but we expect that we
can manage our way through any such changes. Other, wider societal and
economic changes arising from this are likely to be beyond our control and
impact deeply across the UK.
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SECTION SEVEN
Financial Forecasts & Scenario Planning
The Society’s approved Budget for 2019/2019 and financial projections for 2020/24
(see Appendix 2) cover the plan period and two years beyond, providing the key
components of our Financial Forecast. These set out our business planning

assumptions and their financial effects.

The Budget papers include quarterly figures for 2019/20, and annual figures for
2020/24, along with the comparative figures for 2018/19.

The outcomes of the Budget ensure that we fulfil our financial covenants and

maintain our financial viability, whilst addressing our strategic objectives and
charging rents that are affordable to our tenants.
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ALBYN HOUSING SOCIETY LIMITED
RISK MANAGEMENT REPORTING MATRIX

Financial failure of contractors

Financial loss due to homes built where no demand  [elEE0]

Financial loss due to poor management of and

a : 5 r
potentially failure of activities i

Financial loss due to poor quality homes built

Financial loss due to rent arrears, bad debts, void

: 5 ; reen
properties and excessive maintenance costs cist

Financial losses incurred due to contract failings

Having the wrong staff in roles Green

Inadequate access to Land or Contractors Red

Inadequate contract management

Inadequate knowledge of our stock

Inadequate Resourcing - Finances

Inadequate Resourcing - Information and
Communications Technology

Inadequate Resourcing - Staff

New homes and tenancies not properly managed Green

Poor communication (internally and externally) leads

to misinterpretation and mistakes
Poor communication and engagement, and poor

management of expectations - staff and tenants
Poor financial governance resulting in withdrawal of
funding or inability to secure additional funding

Green

Customer Service
Excellence -
Cement a culture
of customer
excellence

Open (4)

People - Making
Albyn a great place
to work

Open (4)

OPERATIONAL

Poor Procurement or Contract Management -

financial and reputational impact G

Procurement processes inconsistent or inadequate

Green
Renting homes to tenants which cause them to suffer -
fuel poverty

Reputational damage due to poor quality homes built 36

Reputational damage of not meeting government
standards by deadlines e.q. SHQS and EESSH

Reputational loss due to failure of activities

Engagement of staff, change of culture and senior
staff changes.

Distraction of non-core activities results in loss of
focus on core activities

Having the wrong Board members in post

Inconsistent processes and practices employed

Negative impact of contravention of regulations such
as Data Protection and Health & Safe!

Negative impact of Fraud

Objectives of the Society are misaligned with those of
our stakeholders

Poor management of corporate structure and
subsidiary entities
Potential failure of Society due to size of financial

impact

Green

Investment - To
ensure that
through our
maintenance and
build programmes
we provide quality
affordable

Open (4)

Community/Life
Chances - To do
everything that we
can to enhance the
quality of lives of
our customers,
including providing
opportunities for
them to thrive

Cautious (3)

| Cautious (3)

Continuous
Improvement - To
ensure an
organisation-wide
focus on
continuous
incremental
improvement in
service, quality and
performance for
customers and

Finance - To
ensure the
efficient and
effective use of
resources to
enable the
provision of
affordable quality
services for our
customers and
communities.

Cautious (3)

Rise in cybercrime Green

Rollout of UC by the DWP

Brexit - potential impact on construction and property
maintenance trades - cost of materials and staffing

Failure of the Society and intervention by the SHR  [elzEhl

IndyRef 2 - potential downgrading of Scotland's credit
risk and knock-on impact on the Society and its abilit

Negative impact of Welfare Reform

Green
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RISK MANAGEMENT REPORTING MATRIX

Inherent Risks to be Managed | Danger level | Date

[

Mitigating Factors

OPERATIONAL

Financial failure of contractors ongoing

Due diligence and market intelligence

Financial loss due to homes built where no demand

Financial loss due to poor management of and
potentially failure of activities

Financial loss due to poor quality homes built ongoing

Review of Design guides and use of Clerk of
Works and good procurement

Financial loss due to rent arrears, bad debts, void
properties and excessive maintenance costs

Financial losses incurred due to contract failings ongoing

Due diligence and market intelligence

Having the wrong staff in roles

Inadequate access to Land or Contractors ongoing

Use of Hub and joint action to identify
developable land

Inadequate contract management

Inadequate knowledge of our stock

Inadequate Resourcing - Finances

Additional resources secured

Inadequate Resourcing - Information and

Communications Technology Merce

Adequate back fill as part pf Project Phoenix

Inadequate Resourcing - Staff ongoing

Continuous review of staff requirements

New homes and tenancies not properly managed

Poor communication (internally and externally) leads

to misinterpretation and mistakes M0

Communication strategy to be put in place
along side review of values and behaviours

Poor communication and engagement, and poor

management of expectations - staff and tenants Mar-20

Communication strategy to be put in place
along side review of values and behaviours

Poor financial governance resulting in withdrawal of
funding or inability to secure additional funding

Poor Procurement or Contract Management -
financial and reputational impact

Procurement processes inconsistent or inadequate

Renting homes to tenants which cause them to suffer
fuel poverty

Design Guide and ensuring Fuel Poverty
Advice given

Reputational damage due to poor quality homes built

Review of Design guides and use of Clerk of
Works and good procurement

Reputational damage of not meeting government
standards by deadlines e.g. SHQS and EESSH

Contractor and Budget in place

Reputational loss due to failure of activities

Continuous review of subsidiary activities

Engagement of staff, change of culture and senior
staff changes.

Cultural changes lead by CEO, Improved
communication

CORPORATE

Distraction of non-core activities results in loss of
focus on core activities

Continuous review of subsidiary activities

Having the wrong Board members in post

Board appraisals and recruitment against
skills matrix

Inconsistent processes and practices employed

Successful mobilisation of Civica Cx

Negative impact of contravention of regulations such
as Data Protection and Health & Safety

Negative impact of Fraud

Objectives of the Society are misaligned with those of
our stakeholders

Reviewed and approved Business Plan

Poor management of corporate structure and
subsidiary entities

Continuous review of corporate structure and
subsidiary activities

Potential failure of Society due to size of financial
impact

Rise in cybercrime

Rollout of UC by the DWP

Continuous monitoring of UC rollout

ENVIRONMENTAL

Brexit - potential impact on construction and property
maintenance trades - cost of materials and staffing

Continuous monitoring

Failure of the Society and intervention by the SHR

IndyRef 2 - potential downgrading of Scotland's credit
risk and knock-on impact on the Society and its abilit

Negative impact of Welfare Reform

This is a draft of the paper that is being prepared for the Audit & Risk Management Committee in April. Further work is required on the

mitigating factors




APPENDIX 1
Risk Management Reporting Matrix
Red Risks

Delivery of 750 properties
Inadequate Resourcing — Finances

This risk has moved to red as we look at the financing of the current programme and the
potential extension of the programme into period 2020 to 2023. We require to plan a strategy
for the funding including alternative plans if the initial plan is not achievable

Inadequate Resourcing — Land

This risk has moved to red as available land is becoming increasingly difficult to find as
developers have acquired most of available land within the Inner Moray Firth area. The Hub
has identified this as a risk to the overall programme and they and us need to act together to
access appropriate land.

Successful Tenancies
Inadequate Resourcing - ICT

We are planning an extensive implementation of new ICT software for our core Finance and
Housing Management Systems over the next two to three years. We need to consider the
internal impact on our operations during this period to ensure that we continue with the
Business as Usual (BAU) maintaining our improved performance as well as ensuring we
successfully implement the new systems on time and on spec.

Governance
Having the wrong Board Members in post

We are undertaking an extensive recruitment exercise for Board Members for Albyn and
Subsidiary Companies. The exercise will be completed by September and hopefully we will
have the expertise required as well as numbers

Non-Core Activities
Poor Management of Corporate Structure

This has changed part due to the Board membership issues detailed above but also the
work being undertaken on review of the Fit Homes at Dalmore, City Deal and the future of
Sunnd and the “tech” involved in these houses and potential retrofit. These activities require
to be managed and the review and other work should help ensure this. Until this work is
completed and the lessons learnt implemented we need to keep an eye focus on this area of
our work



ALBYN HOUSING SOCIETY LTD
FINANCIAL PLANS
FOR THE FIVE YEARS ENDING 31 MARCH 2024

36 YEAR - YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR S
' FY20 Fy21 FY22 Fy23 FY24
£000's £000's £000's £000's £000's
INCOME AND EXPENDITURE
income
Rented Accommodation 14,102 15,433 16,746 17,895 18,427
Shared Ownership 302 303 304 305 306
Service Charges 503 515 528 542 555
Customer Services income 14,907 16,251 17,579 18,742 19,288
Asset Management & Investment Income - 4 5 - -
Finance & Corporate Income 44 45 45 46 47
NSSE sales 2,064 4,793 2,021 868 646
Total Operating Income 17,015 21,089 19,645 19,656 19,982
Expenditure
Employment Costs (gross) 2,975 3,050 3,129 3,211 3,275
Employment Costs Capitalised to Assets (277) (507) (367) (3) -
Reactive Repairs 1,883 1,929 1,988 2,050 2,111
Service Charge Costs 554 571 589 607 625
Cyclical Maintenance 1,265 1,303 1,021 1,053 1,084
Office Costs 402 409 416 423 449
Overheads 1,252 1,572 1,567 1,605 1,574
NSSE Cost of Sales 2,064 4,793 2,021 868 646
Total Operating Costs 10,117 13,120 10,364 9,813 9,765
Surplus after Operating Costs 6,897 7,969 9,281 9,843 10,217
House and Plot Sales - - - - -
Depreciation on Heritable Property *x (4,177) (4,897) (5,671) (5,921) (6,300)
Amortisation of Grants o 2,900 3,405 3,957 4,125 4,402
Bank Charges (13) (13) (13) (14) (14)
Interest Payable (Net of Capitalisation) (2,963) (3,903) (4,515) (4,853) (4,935)
Surplus in the Year ;’ 268,467 2,644 2,561 3,039 3,180 3,370
**  These are non-cash items which do not impact on our Covenant calculations and are therefore estimated at present
Checkline - Total from detail sheets 268,467 2,644 2,561 3,039 3,180 3,370
Difference - 0 - - 0 .




PROPERTY NUMBERS

Tenanted
Opening
Additions
Disposal
Closing
Shared Ownership
Opening
Disposals / Buy-Backs for Mid Market Rent
Closing
New Supply Shared Equity (NSSE)
Completions

ASSETS AND LIABILITIES
Heritable Property
Rented
Shared Ownership
Total

Work in Progress - Heritable Property

Planned Component Replacements

Other Fixed Assets

Total Fixed Assets

Current Assets
Stock - Development of NSSE properties

Rent Arrears

Doubtful Debt Provision
Collectable Arrears
Other Debtors

Cash and Bank

Current Liabilities
Trade and Other Creditors
Bank Loans - Current Year
Capital Grants - Current Year

Net Current Assets

Long Term Liabilities
Bank Loans - Future Years
Capital Grants - Future Years
Provisions
Pension Deficit
Biomass Infrastructure Replacement Provn

Reserves
Revenue Reserves at Beginning of Year
Surplus in the Year

difference

TOTAL
ADDED

 30YEAR  YEAR1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
 TOTAL  FY20 FY21 FY22 FY23 FY24
£000's £000's £000's £000's

3,791 4,053 4,055

= 'k';:,, 262 : 2 =

4,053 4,055 4,055

136 136 136

136 136 136

24 2 y

270,923 294,137 317,047 316,986 315,331

3,379 3,340 3,301 3,262 3,223

274,302 297,477 320,348 320,247 318,554

23,146 23,653 23,653 23,653 23,653

700 700 700 700 700

298,148 321,830 344,700 344,600 342,906

2,472 2,337 2,112 1,885 1,654

300,620 324,167 346,813 346,484 344,560

6,503 5,238 5,887 6,377 5,957

932 1,016 1,055 1,078 1,061

(326) (406) (475) (539) (530)

606 609 580 539 530

4,199 4,155 4,155 4,155 4,155

1,275 2,648 1,973 1,661 2,154

12,582 12,651 12,595 12,732 12,797

(4,905) (4,905) (4,905) (4,905) (4,905)

(2,173) (2,250) (2,256) (2,317) (2,380)

(3,832) (3,832) (3,832) (3,832) (3,832)

(10,910)  (10,987)  (10,993) (11,054) (11,116)

1,673 1,665 1,602 1,678 1,680

(88,718)  (106,458)  (117,691)  (116,364)  (115,474)

(177,869)  (181,575)  (190,316)  (188,197)  (183,795)

(1,640) (1,172) (743) (756) (756)

(111) (111) (111) (111) (111)

(268,339)  (289,316)  (308,861)  (305,429)  (300,137)

33,954 36,515 39,554 42,734 46,104

31,309 33,954 36,515 39,554 42,734

2,644 2,561 3,039 3,180 3,370

299,776 33,954 36,515 39,554 42,734 46,104

0 0 0 0 0 0



CASHFLOW

Incoming Resources
Rented Accommodation
Shared Ownership
Service income

Development Services Area

Corporate Service Area
Total Incoming Resources

Outgoing Resources
Employment Costs
Reactive Repairs
Service Charge Costs
Cyclical Maintenance
Office Costs
Overheads

Adjust for Non Cash Movements
Pension Deficit Contributions

House Sales
Finance Costs

Planned Component Replacements

Capital Loan Repayments

Capital Funding

Rented Development Costs
Rented Development Grants

NSSE Costs
NSSE Sales
NSSE Grants

Total Development Funding

Other Fixed Assets - Additions

Total Outgoing Resources

Net (Outgoing) / Incoming Resources before New Loans

New Loans Drawn Down / (Repaid)
Balance at Beginning of Year
Balance at end of year

Checkline

Difference

| 30YEAR  YEAR1 YEAR 2 YEAR 3 YEAR 4 YEAR §
‘ FY20 Fy21 FY22 FY23 FY24
£000's £000's £000's £000's £000's

13,533 15,199 16,553 17,714 18,280

302 303 304 305 306

503 515 528 542 555

44 45 45 46 47

14,382 16,062 17,431 18,607 19,189

2,975 3,050 3,129 3,211 3,275

1,883 1,929 1,988 2,050 2,111

554 571 589 607 625

1,265 1,303 1,021 1,053 1,084

402 409 416 423 449

1,252 1,572 1,567 1,605 1,574

(212) (501) (462) (466) (401)

468 468 430 - -

8,587 8,801 8,678 8,482 8,718

2,976 3,916 4,528 4,867 4,949

2,508 2,014 2,537 2,752 4,607

913 1,683 1,760 1,766 1,827

6,397 7,613 8,825 9,385 11,383

43,615 26,058 25,638 3,053 <

(25,071) (6,791) (11,948) (1,601) -

18,544 19,267 13,690 1,452 .

4,491 1,851 1,962 1,054 .

(1,341) (3,116) (1,314) (564) (420)

(1,411) (320) (750) (406) -

1,738 (1,585) (101) 84 (420)

20,282 17,682 13,589 1,536 (420)

554 93 15 15 15

35,820 34,189 31,106 19,419 19,695

(21,438) (1812 {507)

17,500, 1,000

5,213 1,275 2,648 1,973 1,661

1275 1973 1661 2,154

27,808 1,275 2,648 1,973 1,661 2,154

{0) 0 0 (0) 0 0



YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5
FY2o Fy21 FY22 FY23 FY24
£000's £000's £000's £000's £000's
BANK COVENANTS REVIEW
Interest Cover
Surplus / (Deficit) in the Year £ 2644 £ 25561 £ 3039 £ 3,180 £ 3,370
Adjust for:
(Profit) / Loss on sale of fixed assets £ - £ - £ - £ - £ -
Interest Paid £ 2,850 £ 3,449 £ 4339 £ 4905 £ 5218
Operating Surplus / (Deficit) £ 5534 £ 6,010 £ 7,378 £ 8,084 £ 8,588
Add: Depreciation of Owned Properties £ 4,177 £ 4,897 £ 5671 £ 5821 £ 6,300
Less: Amortisation of Capital Grants -£ 2,900 -£ 3,405 £ 3,957 -£ 4,125 -£ 4,402
Less: Major Repairs Capitalised -£ 2,508 -£ 2,014 -£ 2,537 -£ 2,752 £ 4,607
Less: Cash Payments Made to Reduce Pension Deficit -£ 441 -£ 454 -£ 468 -£ 482 -£ 23
Adjusted Operating Surplus £ 3,862 £ 5,033 £ 6,087 £ 6,647 £ 5,856
Finance Costs {net of Interest Received) £ 2,963 £ 3,903 £ 4,515 £ 4,853 £ 4,935
Add: Interest Capitalised in the period £ 277 £ 507 £ 367 £ 3 £ -
Less: Unwinding of Discount on Pension Provision £ - £ - £ - £ - £ -
Net Finance Charges £ 3,240 £ 4,409 £ 4,881 £ 4,856 £ 4,935
Adjusted Operating Surplus :

Net Finance Charges 118.17% 114.15% 124.69% 136.87% 118.68%
Covenant 110.00% 110.00% 110.00% 110.00% 110.00%
Gearing

Total Loans £ 90,891 £ 108,708 £ 119,948 £ 118,681 £ 117,854
Total Financial Indebtedness £ 90,891 £ 108,708 £ 119,948 £ 118,681 £ 117,854
Historic Cost of Properties £ 323,235 £ 351,307 £ 379,849 £ 385656 £ 390,263
Properties under Construction -£ 23,146 -£ 23,653 -£ 23,653 -£ 23,653 -£ 23,653
Total Historic Cost of Properties £ 300,090 £ 327,655 £ 356,197 £ 362,004 £ 366,610
Gearing 30.29% 33.18% 33.67% 32.78% 32.15%
Covenant 40.00% 40.00% 40.00% 40.00% 40.00%
|Average Finance Cost rate 3.57% 3.57% 4.07% 4.08% 4.19%
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